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OFFICE OF REPORTS AND BSTIMATES, OXA
PAR BASY/PACIPIC BRANCH

INTELLIGRICE HIGKLIGHTS NO. 33
18 DECRIEER - 38 DSCEMBER 1048

SECTION 3. STMIARY OF BIR BAST TRENDS AND DEVELOPIENS

- ; : h:)m resotion %o Duteh "pdtoa' action” is fp'uticﬁhrl: vehement
R ” - . . B . -

Japanese reaction vo Chinese Cosmumnist viotories range from jubilation
on the part of the Communists to desp snxiety, for seourity and economio i
reasons, on the part of the oenter and right (page 3). The US strengthens
8CAP'g powsrs in order to spesd ecocnomio revival and for security consider::
ations (page 8). »

Soviet withirawal from North Korea will be completed by 1 January 1949
(pege 4). Boviet polisy will frustrets the prinoipal objectives of the new
US Comission on Kores (page 8)e ~ _ .

The North China Oowmmist forces have enciroled Peiping snd Xalgan
and are ourrently in the prooess of surrounding Tientsin (pags 6)., SUN Fo,
newly appointed Premier, appears to have been successful in the formation of
& now “pro-CHIANG" Cabinet (page 6). The imoreasing instability of South 1
Chine iz evidensed by recent reports that local warlord CHAND Fa-iwei is
zmort:)ng with anti-S00NG elements to overthrow the present Ewangtung regime

page ° : :

In Indonesis stroug Republican resistance o the Dutoh “police aotion®
. has not yat developed (page 9).

In the Philippimes inoreasing sonocern is being expressed over Chinsse
Comunist gains (page 9). ‘

In Slam the Phibul Govermment has established import controls (pags 10).

In susceeding seotions of this Weekly the following marginal notation is
useds . :

(1) ®A", "B*, or "C" ~-importamcs in B/FE's opinion of the item, with
"A® representing the nmost important ones.
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SECTION II. DEVELOPMENTS IN SPECIFIED AREAS

OENERAL
Par Bastorn resotion to Dutoh 'm: aoction” psrbicularly vebhmment o )

| Duboh “polico astion” in Indonesis bas drought Lmmediate, and world-wide
eondemnation, Former colonial areas in the Far East has boen partioularly
vehoment in their demunciation of the Dutch, The Phi have promised
to give aotive support to the Indomesians in the UN. Burme bas urged an all-
Asiatic conference to sonsider extending aid to the Indonssians. India 1s
serionsly considering bresking diplomstic relations with the Netherlands and
denying the use of Indian ports and airfields to the Dutch, Ceylon and
Pakistan have often expressed their sympathies for the Indonesians, and
Coylon has officially denied the Dutsh use of its harbors and airports. The
only reaction favorable to the Dutch has come from French oolanial newspapers
in Indoohina which olte the danger of Indomesian Commmism and view the

Dutch astion as the only practical solution. One paper praises Dutsh courage
and energy, scorns protests which have been made im Europe, US, and India and
sarcastically depreciates possible action by the UN Seocurity Coumoil. Support
for the Indonesians has elso been forthcoming from other quarters. "The T
Good Offices Committee (GOC), in its report to the Security Counoil, severely
indiots the Dutoch for unilaterally abrogating the truce. Australia, a
member of the GOC, has expressed diseppointment in the US and UK for not
applying the pressure within their power whioh ths Australians felt would
have prevented the “"police action.® Australis has gone so far as to recommend
before the Seourity Counoil that the Retherlands be thrown out of the UN un~
less the attack on the Indonssian Republioc is halted. Ths Areb League will
support the Indonesians, and there are imdications that the league will
refuse to recognige any Dutoh-established govermment in Indonesia. The
‘Soviet Union is gleefully stressing the fact that the Dutoh ars using British
and Aneriosn militery equipment in their opsrations, and acouses the "Anglow
Americen imperialists™ of planning and instigating the whole affalr in order
to meke Indonesis a colony and its people slaves, The UBSR, its satellibes,
and commmist parties throughout the world, may be expected to explolt this
opportunity to inorease their vitriolic attacks upon the US, and this propa-
ganda may be more effective in the Far East than in the + because of the
Dutoh military action against the Indonesian Republic. ﬁ:e International
Organization Oroup Weekly Summary No. 32 for further details on SC actiom.)
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by } oriss have baed received with differ~
- ing emotions ranging from jJubilaticn on the part of the extreme left to
anxiety on the part of the center and the right. AKAHATA, Japanese
. Conmunist daily, has repestedly extolled CCP guccesses and stated that
the eatablishment of the Mao Tze-tung’s regime would be the "first step
towards the lideratiom of the Japaness masses.” The Japanese press
reports the Japanese Coumunist Party’s recruiting program has beon very
succesaful in recent weeks, While this may be merely coincidental, it
should be recalled that the Japanese have always boen acutely sensitive
to great movements on the Asiatic mainland,

The more oonservative press is deeply concerned with the security
aspects of Mationalist deterioration in China, Soms elements see the
situation as reflecting the larger US-USSR "ecold war®, with the un-
written interpretation that the Chira debacle represents a defeat for
the US. The Japanese would be "happier® to have a Nationalist China,
even a corrupt one, for a neighbor than a China ruled by the CCP,
Beldeving US assistance is vital to China, Jepanees opinion is pessimistic
over the amount and the spesed of the aid., PFeeling the Red sweep in China
will be followed-up by Comerunist pressure on South-East Asia, Korea and
Japan, editorial comment sees Japan's security closely bound to that of
the US and the consequent need for adequate US support of Japan, Deeply
psrturbed by the Constitutional prohibition on armed forces, Japanese
fesl that in the event of hostilities Japan would be treated by the
Communists as an "unarmed belligerent" associated with the US,

Onx the economic side, some elements, in attempting to see an opti-
aistic future, forecast that the CCP will be receptive to trade over-
tures in view of the CCP's lack of industrial know=how and technicians,
- Other comment sees tho Reds as being willing to do business only on
terme favorable to Communism, politically as well as economically. It
is felt that government and commercial interests will scon be forced
into the realiszation that trade with Communist China can not de relied
upon from a long range viewpoint, to substitute for China's important
place in Japan's pre-World ¥ar II econcmy.

IS Ives LAY Drofd DOWerg to spead J RENJES . 'OVIVAL o The Us npe
has issued a formal directive to SCAP to tell the Japanese to "carry out

an effective econogic stabilization progran" as "rapidly as possible,"”
Meagures are to be adopted, which will assure rigorous control of credit,
improve the tax collection program, achieve a true balance in the con-
solidated budget, establish an adequate wage and price stabilization

BCONOMm:
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progras, improve the effectivensss of the allooation and retioning
system, particularly to the end of maxinising exports, incresse the pro~
duction of all essential indigencus raw materials and menufactured
products, heighten the efficiency of the food collectiom program, and
isprove controla of foreign trede and foreign exchange. The US states
that the resultant stabilization will peve the way for the early estab-
lishment of a single exchange rate. ‘

The formel directive is a signifiocant inplenentation of US policy te
procesd firmly toward the revival of the Japansse eccaomy. It strengthens
and broadens the discretionary powers of SCAP who for some time has been
. sting® measures of this typs rather than issuing formal orders to
the Japanese Govermoent, SCAP may be expected to utilise the formal
directive as & "big otiok® ageinst the extreme forces within Japsr which
have been hampering efforts toward Jepancse economic rehsbilitetion, At
the one pole are the conservatives who desire early removal of controls
with a view to maintaining their traditionsl economic preeminence, At
the other are the Communists, who bave been inoreasingly open in their
defiance of SCAP efforts toward economic improvement.

a Gesire to bring about a revival in Japan se soon as possible 80 as to
ourtail the continuing drain of costs of aid and oscupatiom. It is even
more & recognition that a stable Japan is of increasingly urgent impor-
tance to US strategic comsideratioms, especially in the light of recent
svents throughout the Far East, :

QY YRGS i Os O, } _&0r8d N BPULOR G LS g 3 L B LB mr‘l "B'
- Berkulov, Commanding General of Soviet Forces North Korea, has officiale
1y notified General Coulter, Commanding Genaral of US Forces irn South
Korea, that withdrawal of Soviet Foroces from North Korea will be completed
by the end of December, Arrangements call for erossing the 38th parallel
by the respective liaison officers' trains on 25 December 1948, The
withdrawal indicates that the Sovietization of North Korea has now been
oonsclidated, The Soviets are leaving behind a North Xorean Pecple's
Aray capable of invading South Koree, and reliabls reports of the issus
of new cltisens' eertificates is an indication of the sdoption of strict
control messures over individual freedom of movement in true police state
tradition, It is enticipated that upon completion of the Soviet with-
drawal from North Korea there will be a marked imorease in dborder incidente
and guerrilla raids into South Korea by bands trained to stir up wnrest
and to weaken the government in South Korea.
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unification and to obperve Sovist troop withdrewal, The Soviets intend
that all Xorea shall eventually bs unified under their North EKorean
comwunist regine and vwill continus their unilateral intervention in
Korean affairs through the facade of the North XKorean People’s Republis.
The Soviets probebly will heve amnounced the completion of their troop

' withdrawal before the Commission arrives in Kores and will state that the

only proper authority in Korea is the Feopls's Republic. The North
Kovean offiaoials, following the Soviet line, have announced that the UN
- Commission on Eorsa is an 1llegal body and the Commission undoubtedly
B enter North Korea to check on the actuality

o Although the presence of the Commission in
South Korea will increase the prestige and morale of the Republic of
Korea, it is extremely doubtful if the Commission’s arrival will deter
the Compunists in North or South Korea from initiating any plans they
may have for violent action ageinst the Republic,

!
5
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CHINA

Communists invest Peiping, threaten Tientsin. The focal point in the 94"
oivil war last week sﬁms ?g ¥orth China where the supposedly powerful
Natiojalist armies of FU Tso-yl have been segmented and compresaed into the
euvirons of Kalgan, Peiping, and Tientsin. FU's forces are outnumbered:

- Communist Genersls NIEH Jung-chen and LIN Pimo hawe 470,000 troops opposed to
Fi's maximm 300,000, He is further weskened by the refusal of Govern-
. ment troops recently assigned to him, including neerly all of both
the Peiping and Tientsin garrisons, and the Chineae Air Porce to
obey his orders. Henoe, FU has withdramn .nside the city walls of
Peiping, perhaps on the assumption that the Commmunists cannot shell
the ancient city without damaging its historical landmarks and there-
with their propaganda position. At present the Commmists have some
12 colwms around Peiping, where both airfields have been rendered
inoperable and the major source of the city's electric power occupied
by the Commumiste. Manchurian units of LIN Piso, moving south along
the railway from Tangshan and southeast from the Peiping sector, have
reached the approaches of Tientsin, Inasmuch sas Tientsin's airfield
has been lost, overland traffic with Peiping cut off, and Tangku
reported taken, the early loss of this important North China industrial
conter i3 indiocated. _ ‘

Contral China was relatively quiet, the Conmunists having all
but finished mopping up the isolated Natioralist units between the
Huai River and Hsuchou. Communist forces are currently moving south
toward the Huai River area and as a consmequence the Nationalists are
wi thdrawing all but two armies south from Pangfou and the Huai River
front. Also, the Nationalist High Command appears to have lost track
of a large number of the Communist columns forrerly in this ares.
Msanwhile, east of Hungtze lake, 40,000 Communists, under SU Yu,
captor of Téinen, have reportedly driven as far south as Xaoyu. Ihe
Nationnlist defenders in this area have withdrewn to Yangkou and
Chinkieng, the latter on the Yangtze River 40 miles northeast of Nanking.

Formation of s new Cabinst headed by SUN Fo evidences CHIANG Xai- npw
shek's determination to continue resistance to the Commnists despite
general unwillingness of his high officials to support this program
without assurance of extensive US aid. The Cabinet includes an inner
policy-making group whioch represents verious Kuomintang cliques but
its decisions on vital questions are expected to reflect CHIANG's wishes.
None of this group wanted to serve and all, except possibly CHEN Li-fu,

- strongly favor attempts to make peace with the Communists. SUN's
public statement regarding the poasbility of an “honorable peace”
may reflect CHIANG's hopes for temporary stabilization of the military
situation and for future US aid. Although both the Cabinet peace group

, cildaliviadh _
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and other poace advocatea such as Vice President LI Tsung-jen want

an immediate truce, they apparently are at a loss to find the means

by which a satisfactory settlement might be reached with the Communists.
Since the Cabinet includes Rightist Kuomintang leaders in prominent

posts, it may be unable to nejotiate a truce in any event. Its

loaders, therefors, may consider a resort to same form of international

action designed to buttress the National Govermment's weak bargaining

position. Possible courses of sction include proposals for some form

“of mediation or diplomatic activity by the US, by the USSR, by these

powsra Jointly, by the Big Three signatories of the Moscow Declaration

of 1946, or by the Big Four who, in addition to China, have permanent

seats in the UN Security Council. Any such diplomatic initiative on

the pert of the National Government would be consonant with Chiaese

diplomatic traditions whioh are ocharacterized by efforts to shift

responsibilities to the international realm and to profit by bringing

into focus the conflicting interests of the great powers.

A growing trend toward instability in South China is evidenced by

regent developments, Despite Governor 1. V. SOONG's year-~long efforts
in Kwangtung, Communist and other guerrilla activities have not been
_suppressed and recently have increased. General CHANG Fa-kuei, local
warlord who several times in the past resisted the National Oovern-
ment, is again in Canton. Although ostensibly planning to organize
Nationalist troops, CHANG reportedly is concerting with local generals
to overthrow the SOONG regime. In this venture he may cooperate with
Commmnist end other dissident forces which already control considerable
areas in Kwangtung and Hainan. Such an uprising would be facilitated
by SOONG's unpopularity as well as by the military weakness of discredited
Nationalist elements which may be transferred to Canton when Nanking
falls. A further faotor is the recent escape to Hong Kong of LUNG Yun,
former warlord of Yunnan, whose name has been linked with various '
dissident groups, including the Kuominteng Revolutionary Committee.
Although LUNG's interest in Yunnanese autonomy would cause him to

favor establishment of a non-Communist regiomal government in South
China, considerations of expediency might dictate his collaboration
with a Communist-supported movement there.

Influx of Netional CGovernment units and refugees into Taiwan
will sharpen existing tensions there and '1ntenn§§ popular anti-
Chinese feeling. Despite some efforts of the provincial jovernment
to discourage the movement, tens of thousands of refugees, including some
officials, are seeking safety in Taiwan. Moreover, Nationalist naval
"and air forces are being transferred to the island. Communist activities,
hitherto of slight importance, reportedly are increasing. It has been
reported that Communists are infiltrating the unpatrolled coasts
snd that the Communists may ettempt to seaze some Chinese naval vessels,

SEeRRE
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However, general anti-Commmmist feeling and inoreased Nationalist military

strength in Teiwan make diffiocult any early seisure of power by the
Communi sts. B

Soviet trade with China in 1948 has been characterised by exports
of important strategic materials fram South Chima, and a large volume
~ of trade with the Commmists in Manchuria. China's 1948 exports to
the USSR have been siteable, although most of the trade is unrecorded
and must be estimated., Recorded exports consisting of bristles, tea,
silk and goat skins will amount to US $3 million to US $4 million.
An equal value of stirategic metals (tungsten and antimony) has been shipped
under the 1988 Sino-Soviet barter agreement. Hong Kong's exports
(US $3 million for the first half of 1948) to the USSR were largely
strategic materials re-exported from China. An additional undetermined
quantity of these strategic items, smuggled out of China, are ultimately
purchased by the USSR throughout the Far East. ‘
Communist Manchurian trade is probably several times greater
than Natiunalist trade, with the USSR, although Manchuria's agricultural
snd lumber surpluses are less significant to the Soviet Union than
the minerals the USSR gets from South China., If the soybesen and grain
surplus north sand east of the Sungari River all goes to the USSR,
which is probable, its wvalue would de around US $30 million. According
to reports, Commnist imports into Manchurim oconsist largely of
munitions, textiles, petroleum products and trucks. The Manchurian
pattermn of trade with the USSR, i.e., exporting food and agriocultural
raw materials for finished goods, appears to be fairly well stabilized
and will continue next year, possibly on a larger socale if agricultural
production continues to be expanded in Manchuria.

Communist occupation of China's large cities, such as Tientsin
and Shanghai, if it|occurs this winter, will not present the Communists
with insurmountable fuel problems since almost all of China's large
coal mines are now their hands. The Kailen mines oan easily supply
all of North China., In addition Tientsin has coal stocks adequate
for several months gnd Peiping has the mearby Mentoukou anthracite
mines. Fuel (or Shinghai and Nanking, presently very short of coal,
will come from three sources: 1) the Kailan mines will be able to ship
much coal to Shanghai despite any attempted Nationalist blockade; 2)
the Buainan mines in Anhwei can move large acoumulated stacks to the
Yangtze when the Tientsin-Pukow Railroad is reopenod; S) Shanghai.
has petroleum stocks on hand sufficient for several months at the
prosent high rate of consumption. If Shanghai receives enough coal,

- its industries, particularly the Shanghai Power Compeny, would probebly
reconvert to conl. It is estimated that with minimum consunption
present oil stocks would last for one or two years. -

‘ «=SEeney ,
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INDONESTA

Rﬁ%nmm resistance to Dutch mili% drive, Dutch forces met nAn
with e reslstance heir police action against the

Republic which began at midnight on 18 December, Jogjakarta, the cap-

ital, fell to Dutch paratroopers in the first few hours of fighting,

Although Dutch forces now occupy Jogjakarta and Soerakarta, the second
~ranking Republisan city in Java, Republican military resistance in
surrounding areas appears to be developing. Strength of the regular
Republican Army ( 'I'I‘Ig iz estimated at 100,000, with 7 of its divisions

in Java and 3 in Sumatra.

It is believed by pro-Republican scurces in Indonesia that the
Republic is withholding application of its most effective weapon,
"scorched earth," until the UN Security Council has made its decision,
Republican elements, however, have already resorted to a limited scorched-
earth policy by firing its oll center at Tjepoe before it fell to
Duteh troops.

In view of the fact that ranking mllitary and political leaders were
captured by the Dutech at the beginning of the action, it will be some
weeks before Republican nationalists will be able to organize an effective
campaign against Dutch installations. lMeanwhile the danger exists that
former Republican groups will support the alleged irotskyite., Tan Malakka,
who had made considerable headwey as & left-wing leader in the Republican
political circles,

PHILIPPTNRS

Increasing concern expressed over Chinese Commmist gains. As a re-~ "B"
sult of Commnist successes in China, Philipnine officials and the press
are showing increasing concern over the Philippine Government's position
vis-a-vis China and Communist activity within the Philipnines, Both Secre-
tary of National Defense Ruperto Kangleon and Narciso Ramos, newly appointed
"inister ¢ Argsntina, have warned that developments in China constitute
a threat to the security of the Philippines. Editorial opinion in the
Manila Press has recently expressed the fear that a pradual US military
withdrawal frou the Fhilipnines may leave the country open to avvack by
Communist forces, !Meanwhile the House Committee on 'n~Filipino Activities,
which has been conducting hearings to determine the strength of Commnists
in the Philippines, has stated that a series of bills designed to cambat
communism and to tighten immigration restrictions will be introduced in -
the Congress in January. .

Possibly reflecting encouragement from Chinese Communist gains was a
defiant renort written by Mariano P, Balgos, Secretary fGeneral of the

' .Communist Party of the Philippines (PKP), and distributed to the press

following his appearance before the House Committee on "m-Filipino Activi-
ties., Ralgos stated that the FKP hopes ultimately to sestablish commnism
throughout the Philipnines but is willing to compromise at the moment on
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PHII.IPPINTS €continued) -

a coalition government, He said the PKP secks to achieve its goal by
constitutional means but will not hesitate to use force if necessary
to restore democrztic liberties, Declaring that, "Je are aiming at
the overthrow of the imperialistic-feudal-fascist domination of the
country,” he further said that the main enemy of the masses is US
imperialism, and that the chief "fetters" of the Philipnines are

the 'S troops based in the Islands. He stated that the Communists
intend to keep their total membership secret and warned that the party
will go underground if outlawed. Balpos is reported to have told the
Committee that there is no connection between the PKP and the Chinese
Communist Party or the "Cominform," hut that in case of war between
the 118 and the Soviet, he himself would side with the V'SSR,

3TAL
anpoxrG, controls established. The recent proclamation of a Royal ngn
decree establishing an import control licensing system by Siam appears
to be another step in the evolving economic nationalism of the Phibul
regime, The controls cover, among others, the importation of cosmeticas,
- a yariety of foods, automobiles, cement, and linseed and tung oil. Uhile
the success of the licensing system is considered dubious unless strong
exchange controls are considered, the import controls were believed
established: (1) to strengthen the baht preparatorr to a single exchange
rate for participation in the InternatIonal lionetary Fund and a possible
request for a orld Bank Loan; (2) as a slap at the Chinese; (3) to ex-
pand the activitles of the Government Purchasing Commission; and (4) to
provide a profitable traffic in immort permits. ‘
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SECTION III, DIGEST OF IMPORTANT STUDIES AND ESTIMATES

SOVIET - CHINESE COMMUNIST RELATIONS

The USSR appears to have approved once again certain Chinege Communist
tactios whioch, while at variance with present practices within the USSR, |
are recognited by the USSR as those most suitable to the Chinese situation.
This process began in 1931, following the failure of LI Li-san's "protetarian
revolution™ in China; the USSR, reoognising the inapplicability of the
Marxist formula to China, removed LI to Moscow, and MAO Tse~tung continued
to build the Chinese Communist Party (CCP) upon an organized and armed

peasantry,

The most recent Soviet evaluation of CCP domestic polioies appears in
& spsech by one Comrade Burthalov, a funotionary of the Seotion of Agitation
and Propaganda of the Central Committee of the All-Russian Communist Party
(Bolahevik), whose pronouncements may be regarded as authoritative, Burzhalov
remarks thet the Comintern, "a single centralized and international Communist
Party,"” was dissolved because the various Communist Parties had grown atronger
and "were leading independent lives.® However, because "the Communist move-
ment is, in its essence, an international movement," the various Parties must
"work out a single tacticel program.” To this end, the Cominform was organized.
Burzhalov celebrates the success of the Communist effort in Eastern Europe,
and remarks that “the New Demooracies follow the same road as...our own country,
esolthough in e somewhat differant mamer.® There has been one great betrayals
the leadership of the Yugoslav Communist Party "chose to break away from the
united Communist front...and sdopt a nationalist position." Nationalism is
al)l very well, says Burszhalov, but "in no omzse should lead to a severing of
international ties." To speak frankly, "the touchstone for sll Socialists is

_ the attitude they assume toward the Soviet Union." (Burzhalov himself makes
it olear that the "single taotionl propram™ is not a primary consideration;
the essential question is whether the given Communist Party can be relied
upon to subordinate the national interest to the interests of the USSR.)

o Of China, Burzhalov says: "Everyone knows the tremendous successes...
(of) the People's Liberation Army of China,.,These auccesses mey be explained
not only by the military valor of the Chinese Communists...but primarily by
.(their)correct polioysee,” The revolution in China is leading to "a People‘s
Democraocy,” which "is not, however, identical with the People's Demooracies
of Bastern...Europe.” Burghalov quotes MAO on the goal of the CCP: "tthe
extermination of monopoly (bureauoratic) capital and of the landlord class
and the big (bureauoratic) bourgeois class, but not the extermination of
capitalism in general or... of the small and middle bourgeoisie.' The back-
wardness of the Chinese economy makes it necessary to allow the capitalist
system...to continue to exist for a long time yst." Burzhalov oredits the

re
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CCP with having "jarred into motion a glgantic nation," and states that,
"following the example of the Chinese Communists, the Commmists of other .
ocountries of the Far East have also been waging a self-sacrifioing battle...."

Burzhalov conoludes by exhorting all Communist Parties to study carefully
"the triumphant experience of our (Soviet) Party."

The polioy of the CCP, in conduoting a revolution which has been prima-
rily & national movement, based on the peasantry, and tentatively conciliatory
toward non-Commmist forces, hasz in faot been endorsed by both lenin and Stalin,
But such justification was provisional: the revolution, to continue in Soviet
fevor, must subordinate the national movement to the international and the
peasantry to the proletariat, and eventually dispose of the non=Communist
forces. Long ago, Stalin wrote that the USSR will support "those movements...
of the peasantry...which assist the emancipation movement of the proletariat...
(and) help to transform the peasantry into a reserve and ally of the working-
olass," ILikewise, "support must be §1von to suoh national movements as tend
to weaken and overthrow imperialism,” (However, "when the national movements...
came into conflioct with the interests of the proletarian movement,® i.e., with
Soviet interests, "support is, of courss, entirely out of the question.") 1In
regard to conollliatory teotios, Stalin quotes Lenin: "To carry on a war for
the overthrow of the international bourgeoisie,...and to refuse beforehand to
mansuver, to utilize the confliot of interests (even though temporarily) among
ons's enemies, to refuse to temporize and to compromise with poseible...allies~=
would not this be ridiculous...?™ '

Often, in the past year, CCP leaders proclaimed that the CCP, because it
recognizes the USSR as its principal friend and the US as its principal enemy,
degerves the approval and support of the USSR, In }AO's Christmas Day speech
in 1947 (from which Burzhslov quoted), MAO defined the CCP economic program
as one of gradusl ocollectivization of agriculture and the preservation of
independent "small business and capitals... The guiding prinoiple,® said MAO,
"(will be that of) developing production and a flourishing economy, teking
into acoount both pudblic and private interests and benefite to both labor and

- oapitel,” The USSR iz aware, however, that the "bourgeois ocapitalist" period
in China is a temporary ooncession, and that MAO plans, both by releasing
oapital for industrial development and by collectivization of apgriculture, to
release peasants from the land to form a dooile and dependable proletariet,

In the above speech, MAO emphasized that the "erisis™ whioh is "monacing Ameriocan
imperialism" has compelled the US to "plam for enslaving the world," specifi-
oally by organizing an "imperialist anti-democratio front against all demo-

_oratic foroes headed by the Soviet Union." MAO endorsed the establishment of
the Cominform, and declared that the "anti-imperialist forces of the various
Eastern countries should also unite....” '

In July 1948 the Central Committee of the CCP resolved that the Cominform's
condemnation of the Yugoslav Communist Party was essential, in order "to defend
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the people of Yugoslavia from the deoeption and aggression of American
imperialism.,® The CCP observed that "the Tito bloc...adopts an anti-Soviet
attitudege.. and continues to regard international Communis® with hostility."

MAO stated his views even more aggressively in the Cominform jJourmal in
October: that events have "proved the utter hyproorisy and bankruptay” of
those whe seek "a middle road,..betwsen imperislism and the Soviet Union."
Not merely the oountries of Asia, but "all revolutionary forces...must
organige en enti-imperialist front headed by the Soviet Union.”

The COP's leading Marxist theoretioisn, LIU Shao~ohi, wrote last month
that the “Amsriocan imperialist plan for world enslavement accelerates the
development of the general orisis of capitalism,” Communists everywhere will
resist such a plan, and will partioularly encourage the resistence of "colonial
end semi-colonial countries,” In this world orisis, "people must stand elther
on the one side or on the other,"

The happy unanimity suggested above, while probably genuine at the

moment, is not necesearily permanent. It will be no simple matter to trans-
form Chinese nationalism into Soviet internationalism. In addition, the USSR
has frequently called for the purifiocation of all Communist Parties, and certain
OCP leaders and their followers would resent and perhaps resist a Soviet-
inepired purge. Moreover, it is possible that the USSR seeks direct control of
8 "People's Republio™ ef Manchuria, and will also attempt to ammex Imner
Mongolia end Sinkiang, restricting to China Proper the authority of the less
dependnble CCP leaders, Another important consideration might be implioit in
MAO's phrase: "We (Orientals) should hold our destinies in our own hands .®

- It is probable that the CCP aspires to lead the Communist movement in Asia;
this might lead to a contest with the USSR for control of the Communist move-
ment, partioularly in Southeast Asial Such a contest might well wipe out,
on both sidea, smoh of the cordiality and common cause which have been expressed
snd evident to date,
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